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Cable TV Explodes in AustralZealand 
CTD for October overviewed the emergence of cable television in New Zealand as a new force 


to be reckoned with by existing media outlets. We warned the report was but the tip of the iceberg 
and events of the past 5 weeks support this analysis. Again, we warn, what follows while current to 
publication time, remains early days for an explosion just now beginning to become evident. In 
particular, Australian cable has jump-started from its era of great promise to reality with the launch 
of a 26 channel service by Foxtel at commercial (subscriber) rates designed to capture market 
share early inthe game against rival Optus Vision. Australia's launch of full scale cable cannot be 
viewed as being isolated from its probable impact upon the New Zealand scene. 

Gisborne, New Zealand: We reported in CTD 95-8-21 a local group was planning a "city wide 
cable system and electronic mapping is underway." In the interim weeks, PacSat Cable TV has 
become operational providing demonstration and test service to a number of Gisborne locations. 
At the annual Gisborne "Homeshow" over the weekend of November 17th the system went public 
with a well attended display. We'll return to Gisborne. 

Taupo, New Zealand: In CTD 9507 (August 23) we reported that Canadian based firm 
Pacificom Limited New Zealand was planning cable service for Rotorua with secondary plans to 
serve (separately) other Kiwi resort communities such a Taupo. The front man for the company, 
one Ron Theaker, has now appeared in Taupo where he attracted two sizeable reports in local 
newspaper Taupo Times. They report, "Pacificom ... has chosen Taupo as the base for a cable 
TV network of about 20 channels. Theaker told the Times. A large portion of Taupo is expected 
to be wired by winter." The paper also reported that Pacificom is simultaneously continuing with 
plans to cable Rotorua and Tauranga. 


Hutt Valley, New Zealand: Kiwi Cable in partnership with power company Energy Direct has 


notified suppliers it is scheduling full scale construction efforts for their announced $40,000,000 
cable TV system (CTD 9508, p.4) "not later than April (1996)." 

Meanwhile other under construction cable systems reported in CTD 9508 continue to lay cable 
in the ground or on leased utility poles. Doubtless Bay Cable TV reports it is ahead of schedule 
with its planned Beta Test phase of 30 channel cable service for an initial 1,100 homes; a 
dedication ceremony for the system is scheduled for December 30th with 200 homes passed in the 
initial turn-on phase. 

Alas, all is not news of forward progress. In CTD 9508, we labelled Kiwi Cable, Telecom and 
Nelson based US firm Cyberstar as "The Big Three." This is now a "Big Two." 

Cyberstar has notified the Nelson City Council that it will not continue with plans to build a 20 
channel cable system for the community. Cyberstar's notification to Nelson is shown here (p.3). 
There is more to the decision than one finds in the official notification, however. 
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Cyberstar Networks Notification Letter to Nelson 
“September 29, 1995 


Mayor Woollaston 
Nelson City Council 
Nelson 


Dear Mayor Woollaston, ~ 

As you are aware, we have been analysing the investment opportunity presented by the 
New Zealand telecommunications industry for the past 5 months. The assistance and 
hospitality provided to us by yourself, the local government, and the Nelson Bays community 
has been greatly appreciated. 

However, we are concluding that there is too much risk and uncertainty in the New Zealand 
telecommunications industry to proceed with our investment plans. Our conclusion is 
influenced by a number of factors. One of the more significant issues is that we believe there 
is not enough products to a) be competitive and b) make a profit. This conclusion is 
demonstrated by the following examples: 

If you were to open a grocery store and you could not fill the store shelves, or if you were 
told for historical reasons you would not be allowed to sell milk, then the fare of the store 
would be very much effected by the unforgiving customers who come to a store with 
empty shelves. 

If you opened a gas station and were told you could sell gasoline, but not any oil 
products, you would be at a disadvantage in serving the needs of your customers. 

The product most lacking is programming, partly due to exclusive contracts other 
companies in New Zealand have negotiated and partly due to the nascent nature of our 
industry's development in Asia-Pacific. The uncertainty surrounding the future availability of 
ancillary services on a open market and cost effective basis is another concern. 

Our business is about content and is marketing driven, most especially in a competitive 
marketplace; it is not about the conduit. The technology, or conduit, is not at all an issue. It's 
the availability of content on an open market basis and a capital intensive playing field that is 
historically tilted toward the established and entrenched business models and _ for 
understandable reasons. . 

Our judgement is not a criticism. Our observations are that the New Zealand market, for 
sociological and historical reasons, has evolved and formed in a manner that today, in our 
opinion represents an unacceptable mount of risk and uncertainty. It seems to us that the 
US cable model is not likely to be the model for video service choice in New Zealand unless 
and until things change. There are differences that are just different, not wrong. It is just a 
different production model and marketplace reality. 

Despite our many months of using our experience and being diligent to understand the 
New Zealand circumstances, we cannot change the way it is, nor do we seek to intervene, to 
criticise, or argue that it should be different. We have intentionally not postured publicly while 
we have learned. We have reminded ourselves that we are guests and we do not wish or 
have not wished to create false expectations. 

Our decision to not invest in New Zealand is in no way reflective of the Nelson Bays 
environment, but rather a reflection on our evaluation of the overall opportunity presented by 
the New Zealand telecommunications industry. Our decision not to progress with our 
investment is purely a business judgement." 

The letter was signed by Donald G. Jones (President) and Chad M. Raube (General Manager). 
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AREA WILL SOON 
HAVE CABLE TV 


MULTI channel cable teluvision could he available in Gisborne before Christmas, 
giving local viewers the range of Np their aaa in the main centres 


enjoy. ; 
Gisborne Newspaper headlines promise of cable TV for community early in November. 


Cyberstar did not make its decision public until 
mid-October. Subsequent contacts with the 
Wisconsin (USA) based firm suggests that not 
every factor going into the decision is to be| © 
found in the letter to Mayor Woollaston.| 
Cyberstar was at one point a middle level MSO 
(cable multiple system operator), mnising to 
approximately 250,000 subscribers in size before 
it sold its cable systems to another similar sized 
MSO. This left the firm "cash rich" but 
"subscriber poor" and from that sale it has 
progressed slowly back into cable system RS 
development while simultaneously becoming a At Gisborne, PacSat's Ross Stokes, Damon 


: . : . Rutherford (Christchurch) and Spectrum 
player in the Internet information highway Cablevision's Allan Stephen (Whangarei) with 


development in the United States (se CTD 9508, new 4.6m dish for PanAmSat relayed 
p.4). One of its reinvestments in cable is a programming. 

system operating in the (Caribbean) Virgin 

Islands. 


The Virgin Islands system was struck with the full force of a seasonal hurricane just weeks prior © 
to the letter to Mayor Woollaston; reports are that "80% of the cable system was destroyed" in the 
storm. A massive rebuilding effort, requiring virtually all of the firm's technical expertise and 
employees, is now underway. There are no firm estimates as to how long the system rebuild will 
require but six to 12 months is not an unreasonable expectation. In a company which had down 
sized after the sale of its original subscriber base, this creates a considerable drain on resources. 
Off the record, there is at least the expectation that Cyberstar may not be through with New 
Zealand. Further, there is some evidence that although Nelson officials seemed co-operative and 
helpful to the firm in its 5 month planning spell there, Cyberstar may have developed second 
thoughts as to the desirability of actually starting its New Zealand investment with a Nelson system. 
The hurricane may have provided an opportunity to not only rebuild the Virgin Islands system, but 
also the opportunity to reassess where in New Zealand their invested funds might best be put to 
work. 
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Meanwhile - In Australia 
For the paltry sum of A$19.95 plus $39.95 per month, the Telstra-Murdoch Foxtel cable 
network (launched in October) will bring 25 television channels into your home; more are coming 


GALAXY UPDATE 
Galaxy's pay TV service is delivered via Optus B3 to ground based MMDS transmitters (CTD 9502, 
p.2) serving the major population centres (Sydney, Melbourne, Perth et al). MMDS delivery to home 
antennas began in February and has not been particularly successful. MMDS in hilly terrain is spotty in 
coverage and many densely populated portions of Sydney, for example, have been unable receive 
adequate signal. The Australian press has not been particularly kind to Galaxy, frequently citing their 
technical blunders during the February-May work up to commercial operation. In March Galaxy took on 
telephone company Telstra and media giant News Corp as minority (8.3% each) stockholders. Shortly 
after, the technical direction of Galaxy redirected with a change from the General Instrument delivery 
system through MMDS to a UK born NTL system design using Pace brand hardware. Murdoch is 
closely aligned with both NTL and Pace. As a part of the change out from GI to NTL formats, Galaxy 
took two new transponders on the Optus B3 satellite and they went into service in mid-August. 
Nothing has gone well since: Optus B3 signal levels are, with the exception of in western Australia, 
below expected levels; and, Pace receivers and their companion Iredito software conditional access 
system have been troublesome. In September, perhaps more to save face than for any other reason, 
Galaxy went ahead with previously announced plans to install DTH (direct to home) satellite dish 
systems to use the B3 signals even though the Pace receivers plus Iredito conditional access system 
was ‘broken’. Consequently, some sizeable number of would-be DTH subscriber homes received 
satellite dish antennas, LNB and cable installs but no "decoders" (actually, no Pace brand receivers). 
Customers were told varying tales as to how long it might be before the installer person returned with 
the necessary Pace unit; weeks in some cases, months in others. 

By November 8th at least some DTH subscription homes began to receive Pace model DGT 400 (IRD) 
receiver units. Sister publication SatFACTS Monthly reports the quality of service at these first 
customer locations appears to be excellent and at least for these homes the problems that kept the 
Pace receivers from being deployed in September and October seem to have been corrected. 
However, there is no indication at this time that a major roll-out of the DGT 400 receivers is underway. 
In fact, those calling Galaxy to order DTH service are now routinely being told that the "decoders" will 
not be available until "just before Christmas." 

Now Murdoch-Telstra are in the process of taking over complete control of Galaxy, to become a “One 
Stop Shop" for pay-TV. The plan is that if you live anyplace in Australia, they will be able to reach you 
with either (a) Foxtel Cable, (b) Galaxy MMDS, or, (c) (as a last resort) Galaxy Optus Ku band DTH. To 
accomplish this marketing objective (one nation-wide toll free call to request pay TV service, and then 
the consortium determines which is the best way to serve you) Galaxy's Board of Directors will 
consider a proposal to add two new "National" satellite ttansponders at a meeting in December. 
These two new transponders, coupled with the present "banana beam" coverage patterns on the 
present B3 service, would make it possible with 2.4m or smaller antennas for Galaxy to be delivered to 
virtually any home in the country. One interesting side effect of this plan: The same "National" beams 
would also serve New Zealand as well. Using Murdoch connections, a range of US based professional 
suppliers of 2.4m and Ku band antenna system component firms (California Amplifier, Winegard et al) 
are presently arriving in Australia to negotiate 1996 contracts to supply antennas, LNBs, feed antenna 
systems for the national rollout of Galaxy there. 

With Galaxy a corporate cousin of Foxtel, essentially "FoxSat" in service, the Murdoch - Telstra cable 
TV service roll out competition with Optus Vision becomes far more one-sided. For as fast as Foxtel 
may be rolling out coaxial cable to serve Australian homes, it is still a five year project at best to pass 
the first 3.5 to 4 million homes. And when done, it will still not reach all Australian homes. Optus 
Vision's cable project, behind Foxtel in time, is further disadvantaged by being limited to the reach of 
the cable lines. With Galaxy as an arm of Foxtel, anyone who wishes pay TV service anyplace in 
Australia is suddenly a potential customer. Optus could, in mid 1997, also provide a national satellite 
service but not before that time under existing regulations. 
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FOXTEL BRINGS 
YOU A WORLD 
OF CHOICES. 


Gh CHALE, 


arena 


IT’S CABLE, IT’S COMING. 
PORTEL Manasement Po. Lud. 
ACN 068 671 938 


FOXTEL literature (this page and to right) promotes wide choice in programming options. 


almost weekly. Cable competitor Optus Vision asks $29.95 for the in-home installation, and also 
$39.95 per month for 16 channels. Optus for the moment may be behind in channel offerings, a 
subject we will address shortly. 

The pioneer pay television operator is Galaxy (see CTD 9504 p. 2, 9505 p.7 and SatFACTS 
Monthly May 1995, p.2) and it is beset with problems; both technical and marketing (see boxed 
report, p. 5). Significantly, Galaxy began offering 5 programme channels, then 8, now 10 with an 
installation fee of A$299.95 and a monthly fee of A$49.95. Today, the installation fee is A$19.95 
and the monthly fee is A$39.95. Here in New Zealand, Sky Network might take note; twice as 
many channels for 25% less per month. 

The work up to the present three competitor status has been ragged. On the side, but constantly 
pushed before the public by the media, has been a significant battle between Optus and Foxtel to 
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MORE THAN 20 CHANNELS { BLOCKBUSTER MOVIES 


CHANNELS FOR KIDS 


24 HOUR WORLD NEWS fajefcy 
. WORLD” 


CW 


INTERNATIONAL. 


FOX STUDIOS PRESENT INTEE E ENTERTAINMENT 


A whole new world of entertainment and choice is dav, Hundreds of movies. 24-hour sports channel, 
right around the corner. And FOXTEL, along with Telstra’s Socumentaries. Kids’ channels, foreign filmis and music 
new cable network, is making it happen. In fact, more than television. In short, more viewing choices than Australia’ 
3,000 homes across Australia are being passed by cable ever had. And, we're just getting 
every day. : started ... hecause FOXTEL will 


FORTEL will chang y Australia watches TV. Keep bringing you the kind of 
Because now, viewers will have more to che TY that you want. 
9 ever before, Qver 20 channels at your fingertips, night and > Stay tuned... — Sou 


Although present Foxtel service is analogue, Pace set-top digital decoders will be a part of massive 
all-system upgrade at some future date. 


acquire exclusive rights to various programming sources. Much of the attention about 
programming has focused first on sports rights and then on movie deals. Both Optus and Foxtel 
claim, in public releases, their sports and movies are "the best" but early response to Galaxy raises 
serious concerns about whether anyone has found the magic "pay TV" consumer button for the 
Australian appetite. Galaxy does not report, nor admit, actual subscriber counts (the number of 
homes taking up their service) except on a biannual basis. They had forecast at various times 
50,000, 100,000 and 160,000 subscribing homes would be on line as of 30 June (one of their 
semiannual reporting dates). The actual number turned out to be 31,000 and not many Australian 
media pundits believe that to be an accurate number. Said one Melbourne newspaper: 
"The truth is undoubtedly closer to 16,000 based upon our own study of the equipment 
installed to date." 
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PROGRAMMING OPTIONS - WHAT IS AVAILABLE, 
TO WHOM (December 1, 1995) 


Foxtel Cable | Optus Vision Galaxy Via Sky NZ Cable TV 
Cable MMDS, DTH 
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1/ Optional extra subscription fee 
2/ Only available to pubs, restaurants 
3/ TNT, Cartoons carried 2 separate channels 24 hrs 


ABC National 
SBS National 


ABC National ° 
SBS National 
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The pay TV launch in Australia has attracted an uncommon amount of press coverage; much of it 
critical of both the programming choices and the announced marketing plans for the players. As 
Ross Warneke recently wrote in his column "Rewind" appearing in the Melbourne Age: 

"Those who took our advice and delayed subscribing to pay-TV until all three services - 
Galaxy, Optus Vision and Foxtel - were up and running, can now reap their reward. Prices have 
tumbled to only a fraction of what they were when the first service, Galaxy, went to air in 
January. 

"Newcomers Optus and Foxtel are charging prices well below market expectations and this 
week Galaxy cuts its connection fee - again - by 80% from $99.95 to a mere $19.95. A price war 
is inevitable, but the low charges now on offer have stunned industry observers. Each new 
subscriber is being subsidised to the tune of hundreds of dollars as the three contenders fight for 
market share. When Galaxy began in January, the connection fee was $300. It soon fell to 
$99.95. The new price of $19.95 represents a 93% discount in only 10 months. It matches 
Foxtel's price and undercuts Optus Vision's $29.95. All three charge $39.95 monthly 
subscription fees. 

"The impact of the latest price-slashing on Galaxy's accounts, which already are writ largely 
in red ink, will be enormous. The satellite dish required by most householders to receive Galaxy, 
along with a digital set-top decoder, is worth more than $700. In other words, you pay only three 
percent of the real cost." 

Warneke goes on to warn readers that Foxtel and Optus Vision cables will "serve only a third of 
the Melbourne homes" (he does not specify in what time frame this statement is accurate), further 
pointing out that the local MMDS transmitter, "is limited in its reach." He seems to be urging 
readers to select their pay TV service from Galaxy's DTH offering, but cautions readers with an 
accurate update on the technical problems that have plagued Galaxy DTH to date (see boxed 
report, p. 5 here). 

Meanwhile - Back In New Zealand 

Potential major player Telecom, after advising some key suppliers to anticipate construction 
starts using Australian example "aerial coaxial cable techniques" late in October (CTD 9508, p. 
17), has once again postponed. The unofficial explanation: The ongoing legal wrangle over 
Telecom's 25.565% share acquisition of Sky Network (CTD 9508, p.15). In early October brave 
Telecom management personnel were assuring hardware suppliers for the rollout of fibre plus 
coaxial lines, "We will go ahead on October 23rd with new construction regardless of how the 
Commerce Commission votes on our buy-in of Sky." October 23rd came and went; Telecom did 
not begin deployment of their long promised information superhighway. 

Contesting the Telecom contract to take a significant share in Sky has been Clear, TV3 and 
others that potentially could be frozen out of the Information Superhighway if Telecom is able to 
exert management influence through a direct ownership position in Sky. The recent three-way 
competition in Australia pitting Optus against Telstra (Foxtel) against Galaxy is to many further 
proof that if you allow only one company (i.e., Telecom) to supply an important service (pay TV) 
to the consumers, the consumers end up paying more for the service and perhaps also are forced 
to accept an inferior grade of service. As the Ross Warneke column cited previously so neatly 
reports, prices have tumbled 93% in ten months in Australia from the initial pay TV offering and 
no one seriously questions that it has been the competitive environment at work. 

Sky, meanwhile, is beset on several fronts by either the threat of competition or in some cases its 
first real competition. From 1990, it has had the pay TV market to itself in New Zealand. There is 
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mow serious evidence that 
after reaching 20% of the 
homes capable of taking its 
service with the present Sky 
network transmitters, some 
form of selling plateau has 


a ST ort he 
been reached. Efforts the 
| past 6 months to reach and 
| ee ' then climb above the 20% 


home penetration point 
| have largely been 


plans to install <= 


| The Gisborne Verald 


TUESDAY, SEPTEMBER 26, 1995 


For example, as you enter 
the Sky Network lobby at 


on : . 10 Panorama Drive, there 

: : oO eV] S ION ‘has been an electronic tote 
| PEN | ‘board on display showing 

Xe | in large, easy to read 


Headline says it all: Sky won't be there, PacSat cable TV has clear numbers, the total ‘number 
sailing ahead. of homes receiving the 
service as of that moment. 


The display screen has been 
a constant reminder to employees and visitors alike that Sky has been growing rapidly. Shortly 
after the subscriber count "officially" topped 200,000, this display board was tumed off. 

With Australian rates settling in at A$39.95 for Galaxy's 10 channels, Foxtel's 26 channels or 
Optus Vision's 16 channels, the Sky rates that top NZ$50 per month for 4.5 channels come more 
and more into focus. Cable services planning or already offering 20+ channels in New Zealand 
(see CTD 9508, p. 5) further draws attention to the Sky pricing rate. 

Sky insists it has a very expensive operation to maintain. The heart of their cost is not 
programming, it is the terrestrial network of transmitters fed by leased microwave circuits (from 
BCL) that is hampering future growth. Sky equity partner TVNZ (16.30%) brought to Sky the 
terrestrial connections required to make Sky simultaneously available from Auckland to Dunedin. 
But at a price; a price which is not public but a constant sore point with Sky accounting managers. 
Further, any serious desire to replace the terrestrial microwave links provided by BCL with say, 
satellite linking is thwarted by TVNZ’'s posturing at the board level; simply put, it is not anxious to 
give up this lucrative revenue stream which Sky brings to them through wholly owned subsidiary 
BCL. 

All Sky planning to expand their coverage into secondary unserved markets (New Plymouth, 
Whangarei, Gisborne et al) is subject to the economies of this linking problem. Taupo is an 
example: Sky first announced plans to serve the resort community basin early this year, and in 
March actually began to market the service to area motels. By late in April the plans had been put 
on hold after a check of BCL engineering planning for linking service into Taupo revealed an error 
in the engineering analysis. The signal, to reach Taupo, must cross over several ridges from the 
nearest feeder transmitter and standard engineering procedure requires that there be a minimal 
‘clearance distance’ between the signal and any ridges along the way. BCL had improperly 
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calculated the actual clearance and when. this 
error was caught by Sky engineering, the project 
was frozen. In a money-doesn't-matter 
environment, the expedient solution would have 
been to simply build "another" relay station to go 
over the intervening terrain. But the current Sky 
is more cost conscious thani the old Sky and they 
don't do things this way anymore. Now Sky is 
planning turn-on of Taupo area relay transmitters — 
before the 1st of December. Bad News photo opportunity. Sky's Commercial Manager 


Gisborne is another example of Sky response to _ ony O'Brien with Gisborne MP Janet Mackey breaking the 
bad news; No Sky for Gisborne. 


potential competition. The threat of cable in 

Taupo may have been a factor in Sky reinstating 

their service plans there. Their plans were mature for Taupo before cable TV was announced (see 
page 2 here), only flawed. Gisbome is a more difficult challenge. When cable firm PacSat began 
to make public waves in Gisborne, Sky's Commercial Accounts Manager Tony O'Brien coerced 
Gisborne MP Janet Mackey into participating in a "photo opportunity that allowed O'Brien, on 
behalf of Sky, to make excuses why Sky is not now (nor planning soon to be) in Gisbome. The 
Gisborne newspaper played it straight; first Sky's O'Brien with the bad news, and then a second 
photo and story revealing that PacSat Cable TV was already showing off test reception at local 
Brett Sherriff's Sound Shop. Parliamentarian Mackey might have done her own career more good 
if she had appeared in the "good news" photo. 


AND Back in Australia 

There are new programming announcements weekly from both 
camps, some are premature. Optus, for example, proudly announced 
an affiliation with Country Music Television (see tabular listing p. 8, 
| Ann Ouncement § here). Days later it was forced to retract its announcement (illustrated 
here). 

Optus Vision continues to attract significant Opposition to its use of 
aerial (overhead) lines from both irate environmentalists and councils. 
J the required copyright licence for fq Lhe firm has been forced to court by some councils claiming a right 

their television service in Austalia, ff tO regulate the addition of coaxial and fibre lines to existing. power 
company poles. Optus has had little choice in the matter; Foxtel is 
utilising previously buried underground ducting which partner Telstra 
has available to pull through coaxial and fibre cabling and Telstra 
refuses to allow Optus cables into its ducts. Australian regional power 
co-operative firms are the winners in this one, knowing that Optus 

_ must have access to their poles to string its cable, they have set pole 

A _ rental rates that in some districts are as high as A$33 per pole per 
OPTUS year. By comparison, the average rate in North America for pole 
WSION rental is under US$5 per pole per year while in Europe it is below 

__USS$7 per pole per year. 

There are new losers here; throughout Australia there are 
approximately 55 firms other than Optus and Foxtel who have won 
the legal right to provide cable TV service as well. Most of these are 


Optus Vision 


We regret that Country Music 


Television has been unable to secure 


Optus Vision is committed to 
providing a music channel and hope 
to make an announcement in the [aa 


near future. 
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TO THE RESIDENTS. 


ORTGS: 
WHAT 
WE ARE 
J DOING IN 


Optus is building a new 
tate-of-the-art digital tele- 
prommunications network 
gthrough-out Australia. Your 
street is about to become part 
of this network. Through a 
3 new company, Optus Vision, 
you will be provided with 
choices for cheaper phone 
calls, cable television 
entertainment, information 
and education services and 


interactive data services. 


S 


OPTUS 
VISION 


OPTUS: Trying to combat public furore 
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located in smaller communities outside of the major 
population centres where cable home densities are low 
and anticipated revenue per cable headend is minuscule 
when compared to the opportunity facing Optus and 
Foxtel. These smaller operators are faced with electric 
companies who have followed keenly the rates being 
demanded of Optus in the larger centres and they have 
adopted similar demands for the smaller cable system 
operators. The net effect is that whereas Optus is 


willing, however reluctantly, 


to pay virtually any per 


pole rate demanded by the electrical utilities, the more 
rural cable permit holders are unable to make their 
"sums work" if required to pay similar rates. More than 
a dozen smaller systems, averaging 5,000 potential 
homes each, are stagnated in their own construction 
plans because of these outrageous electric company 


pole rental demands. 

Foxtel's "sign on date" of 
October 23rd was a nail 
biter to the last minute for a 
number of reasons. Months 
ago Australia's ABC 
(national) network and 
ethnic programmer SBS had 
negotiated agreements with 
Foxtel to allow cable to 
carry their programming. 
There was a belief that 
under Australian law cable 
firms were not automatically 
granted the right to pick off 
the air the terrestrial TV 


I consider it an outrage that 
Optus has been allowed to string 
its pay TV cables in the air 
instead of being forced to bury 


them in existing Telstra ducting. 


That underground ducting 
belongs to ‘us, the public, the 


owners of Telstra. We paid (via 


Telstra) to put it in. It is in the | 
public interest that visual pollu- 

tion of the environment in the | 
form of black overhead cables | 
be avoided. So why has this | 
outrage been allowed? I trust the | 
Government will be asked this — 
‘question repeatedly in the com- — 


‘ing months, and judged accord- 


ingly come the election. 
Peter Burke, 
Optus inspired irate letter 
to Sydney Herald 


programming of the five networks for cable delivery. 


Commercial channels 7, 9, 


and 10 refused Foxtel 


permission to carry their signals. On October 20th, 
Foxtel received a favourable ruling from the Federal 
Court to which it had gone requesting a hearing on the 
legal right of the three networks to refuse it permission 
to carry their signals. The commercial networks lost 
and in the ruling the court found, "Foxtel would not be 
in breach of the Broadcasting Services Act, nor the 
Copyright and Trademark Act by re-transmmiting the 
free to air signals." Foxtel had argued that once the 
broadcasts were unleashed into the airwaves, they were 
available to the public. It further argued that its own 
commercial rates for cable service were irrespective of 
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whether they carried the free to air signals or not, that it wished to do so "as a public service” and 
that quite contrary to it making a profit from the addition, there were costs involved which it would 
not recoup. Foxtel’s CEO Mark Booth noted, "We never really understood why the commercial 
television broadcasters tried to stop Foxtel re-transmitting their signal; it is done everywhere 
else in the world as a simple service to viewers." 


AND Back in New Zealand 

Almost everywhere else. Neither Gisborne nor Greymouth PacSat systems carry the three 
terrestrial TV broadcasters. And the new Spectrum Cablevision system in Whangarei (CTD 9508, 
p.2) will also be without TV1, TV2 or TV3. New Zealand adopted late in 1994 a new copyright 
law and in last minute floor debate Television New Zealand was able to encourage a modification 
to the then proposed law which runs counter to every other copyright law enacted within the past 
ten years in the world (see CTD 9501, p. 18). Under this law, cable firms in New Zealand are 
required to negotiate contracts with terrestrial TV programmers prior to carrying their signals. 
CTD is aware of only a single New Zealand cable firm that has negotiated such a contract to date 
and the terms of the agreement as offered by TVNZ have been extremely one-sided. For example, 
TVNZ demands that TV1 and TV2 appear on all cable subscriber TV sets on "dial or push button 
selection positions 1 and 2 respectively," a technical impossibility for many cable firms. TVNZ also 
demands access to "two additional cable channels for future programming" at no cost to TVNZ. 
And of course they are asking for fees which approximate NZ$1 per cable home per year from the 
cable operator against a minimum annual amount which smaller cable operators will possibly find 
penalising. 

Many new cable operators here are electing to simply ignore the presence of the terrestrial 
channels, finding the terms demanded by the broadcaster(s) unrealistic and very one-sided. At the 
core of the problem are the television copyrights. The TVNZ "sample contract" clearly spells out 
that the network is granting to the cable operator "retransmission rights" which it holds, but for 
those programmes which TVNZ has not acquired the proper rights, they leave the cable operator 
vulnerable to copyright suits by third parties. In effect, TVNZ admits it has not obtained the 
necessary rights for its across the board =~ 
programming . Further, it demands that the | 
cable operator agree to be "sued" by any | 
aggrieved rights holder and furthermore to | 
defend TVNZ against such suits should they | 
arise. 

New Zealand cable operators believe TVNZ is 
at fault here: First for exciting Parliament with 
spurious last minute arguments to modify an 
otherwise acceptable to cable law last December, 
second for now taking the position that "the law 
is the law" and trying to pass onto cable 
operators their own legal obligation to have clear 
"right and title” to programming which they 
broadcast and now wish to sub-licence to cable 


Ex-Sky lead engineer Kerry Lumsden has made 
the transition from Sky to cable easily; here at 
ppstators: Parnell Barrywision headend installing equipment 

HB Cable and Satellite TV's John Lynam in 20 channel system. 


sums it all up: 
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"So we leave them off the cable and it is my experience that many homes receive a degraded 
picture on one or more of the terrestrial pictures from their rooftop aerials. We provide our 
subscribers with a 'cable TV or aerial’ switch and pretty soon the subscribers notice that the 
cable channels are not only more diverse in their programme offerings but also of higher picture 
quality than the aerial pictures. How long do you suppose it might be before terrestrial channels 
are watched less and less? They shot themselves in the foot on this one; we are more than willing 
to deliver crisp, clean terrestrial free to air transmissions into homes along with our satellite 
channels, but not when they demand carriage on their terms and then leave us hanging out 
exposed to copyright suits which are possible only because (TVNZ) has failed to secure the 
appropriate rights to begin with!" 


AND Returning to Australia 
There are regulatory hurdles to cross, but most Australians believe it is a "done deal." Australis 


Media Ltd. has merged with the News Corp-Telstra pay television consortium Foxtel. The 
surviving corporate name is uncertain but Australis (Media Ltd) seems the likely share trading title. 
The A$1.5b merger is complicated but so far has attracted no major opposition from Australian 
regulatory bodies. 

Australis Media Ltd. is issuing 642 million shares and convertible notes which will be divided 
such that News Corp and Telstra each end up with 28.75% of the total. Australis itself will hold 
42.5%. Other stock shares will be held by (US movie studios) Paramount, Sony and Universal. 
Within the 42.5% held by Australis appear US cable giant TCI and Lenfest, the original backers in 
the Australis (Galaxy) project. 

Galaxy has its customer service centre located in new premises at Adelaide while Foxtel has a 
similar cable service facility in Melbourne. The likelihood is that the two will be merged into a 
single facility with one nation-wide telephone number which consumers will call to request "pay 
television connection." By the consumer's location, each "order" would then be processed such 
that a technical decision is made as to which of the three delivery techniques (cable, MMDS or 
satellite) would best suit the consumer's needs. To make the decision as seamless as possible, 
satellite and MMDS channels on offer would ideally be brought up to the same channel offering 
level found on Foxtel cable (see listing, p. 8 here). However, at the moment the original Galaxy 
firm is restricted by Australian regulations from adding additional programming services before 
July, 1997. How the regulators might be persuaded to allow Galaxy's channel services to more 
approximate the companion Foxtel cable services remains to be sorted out. 


This saga will continue for a year or more with several serious decisions yet to be made. Leading 
these for New Zealanders will be: 

a) Will Telecom finally bite the bullet and enter the real world of pay television? 

b) Will Foxtel acquire Optus National beam capabilities and thereby make possible direct to 
cable headend or direct to SMATV/DTH service into New Zealand? 

In Australia, Optus is clearly now the underdog and it may ask for special dispensation to allow it 
to undertake direct satellite delivery earlier than its now permitted July 1997 date. Into this mix toss 
the January availability in both Australia and New Zealand of the new AsiaSat 2 satellite (see 
SatFACTS July 1995, p.6) and the February-March arrival of Palapa C1 (SatFACTS September 
1995, p. 6) and you have an additional 25 programming sources available. Clearly there is an 
evolution occurring here and whether Telecom plays the game in New Zealand may become more 
irrelevant with each passing month. 
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TECHNOLOGY 
BYTES 


...BITS and BYTES you may have missed in the rush to make a buck ... 


November 24, 1995 / Issue 95-9-22 


SATELLITE TV and RADIO 

General Instrument Digicipher MPEG (1) format transmissions carried on Optus B1 by Galaxy service and 
co-operating programmers such as Teleltalia and New World TV shut down formally at 10PM NZST on 20 
November. The two transponders in use on B1 were vacated by normal Galaxy DTH programming in September as 
the newer NTL format MPEG 2 digital service went into operation on Optus B3. However, GI format video on Bl 
had continued largely feeding MMDS transmitters operated by the ethnic-language firms distributing via MMDS in 
Australia. See SatFACTS for December 15. 

AsiaSat 2, long delayed following failure at Chinese launch facility of satellite launch last January, is scheduled for 
lift-off November 28th to 100.5E. Satellite will be home for much expanded Murdoch Star TV services and others, 
could have test signals in air by second week in January if launch is troublefree. STAR TV will have 20+ digital 
service programme channels in operation through satellite, but early testing and perhaps regular operations for 
several months will be in old fashioned analogue. For New Zealand, AS2 is at bottom of look window appearing 
between 5.5 and 2.0 degrees above the western horizon. However, signal levels here should be amongst most 
powerful ever observed on C-band because of high power beam on board pointed nght at us. AsiaSat 3 has also 
been announced for 1997 launch to 122E; a better above-the-horizon location for New Zealand users. One of the first 
programmers scheduled to use AS2, Germany's Deutsche Welle, will use 1/4th of its 36 MHz wide transponder for 
its own MPEG-2 service (plus up to five radio services). The remaining 3/4ths of the transponder is still being 
negotiated to other "”on-commercial, public service broadcasters" and French network TVS is one of those being 
considered. DW insists its service will be open-access to anyone with a receiver within AS2 range, and apparently is 
also requiring other programmers to appear within its transponder to adopt a similar policy (.e., FTA). 

Turner Network Television (TNT/Cartoon Channel) service moved satellite transponders (4AM November 16) 
from 15V to 7V on PAS-2. No explanation given for shift although transponder 15 on PAS-2 had originally been 
earmarked as an "itinerant transponder" to be left available long term for short-term users. In the move, still 
unexplained by PanAmSat, came a reduction in signal levels for users of 1.5 to 2.0 dB. Practical effects: Doubtless 
Bay Cable and PacSat Greymouth, two local affiliates, found the signal is now dangerously close to "sparklie noise." 
Tumer has advised affiliates not to panic, they are checking through PanAmSat to determine if more downlink power 
could be made available on TR7. Tumer is now granting cable systems permission to videotape and show on 
delayed basis their TNT portion which presently begins classic movies at 1AM NZT. The ten hours of movies can be 
taped on a Mitsubishi N-1000 super VHS machine intact, the tape rewound and restarted on time clock or computer 
control for replay in a ten hour segment that makes more sense for New Zealand cable subscription viewing (such as 
2PM to midnight). 

Television Corporation Singapore (TCS) is now transmitting 18 hours per day of Mandarin language general 
entertainment and information programming using PAS-2 transponder 2 (receiver IF 996 MHz), horizontal. 
Unfortunately TCS elected to provide their own uplinking in what is known in the trade as FDM (Frequency Division 
Multiplexing) and to receive the service affiliates or subscribers require a special version of the Scientific Atlanta 
D9222 IRD (receiver). The D9222 is available in two formats: TDM (time division multiplexing) and FDM and all 
other users of the MPEG format in the Pacific have elected TDM. This means that a subscriber with a D9222 receiver 
for services such as CCTV, CMT, CTN and others cannot tune-in the TCS programming even if authorised as the 
receiver for this service must be especially configured to receive the FDM format. TCS has to date only been 
interested in creating cable and SMATV affiliates in Taiwan and (mainland) China, has shown no interest in the 
South Pacific region. There are indications they may reconsider their FDM format before attempting to market their 
services here. 
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China Central Television IRD units for their PAS-2 service are now arriving in some quantity for New Zealand 
users. CCTV announced they would authorise IRD units for home, SMATV or cable TV reception and use of their 
programming in mid-October (SatFACTS Monthly November 15, p. 22). They require viewers to purchase their IRD 
units through a (western) Australia authorised source (Westlite Electronics, Ph 61-9-370-5573, Fax 61-9-272-3060) 
but there is no monthly or annual fee for the units once they have been authorised initially. CCTV tums out to be a 
combination of Mandarin, Cantonese and English language programming, of excellent technical and entertainment 
values, and is drawing rave reviews from Mandarin speaking New Zealanders who have had the opportunity to judge 
it. 

Optus is bringing 4m trailer mounted mobile uplink terminal to New Zealand for one year tour and demonstration 
visit. System is complete with own power generators and will be utilised to encourage NZ firms to make greater use 
of the Australian Optus system. If it is off the boat in time, expect to see it parked in front of the South Pacific 
Region Satellite & Cable Show facility at the University of Auckland Campus January 23-27. And if you do see it 
there, you might be surprised to learn that several of the moming seminars conducted Thursday January 25 and 
Friday January 26 are being broadcast in clear to air (FTA) PAL format via Optus B3 as a demonstration project. 
Yes, Australians and New Zealanders who don't attend SPRSCS would have an opportunity to attend some early 
morning (in Australia) sessions through their Optus downlink terminals. 

The Music Zone (TMZ) is to be available to home satellite dishes after 1 December through a New Zealand firm to 
be announced. The service is in TDM MPEG carried on transponder 9V/IF 1159.75 (grouped with other not-available 
services intended for Australian cable); contact Sam Klosterman in Denver (fax 001-303-267-7007). 

Australian horse racing service coverage appearing on Intelsat 1180 in B-Mac encryption reportedly is now 
available to New Zealand viewing locations in range of A$400 per month but contact details are lacking. Firm had 
contract with TAB which apparently has lapsed. 

Asian Television Network (ATN) on Rimsat G2 (142.5E) has split into two services, each half transponder (IF of 
1462 and 1489 but subject to variation). ATN's regular service is a mixture of Hindi music videos and movie features 
while 'ATN Prime’ may be more inclined towards movies, continuing series and some US/UK programming. ATN 
coverage to New Zealand was marginal on 3.7m dishes before splitting into two, now is degraded below that level 
with half of the available transmission power directed to each programme channel. 

Japan's newest satellite JCSAT-3 (128E) continues testing on both C and Ku bands at irregular times. One 
European source claims the Japanese plan to use the Ku portion of this satellite to introduce 50 programme channels 
in MPEG digital into Japan proper including all ten of Japan's commercial and public broadcasting channels, a 
package of terrestrial TV, cable TV and satellite TV all wrapped into a single service. American sources say Hughes 
Corporation has created joint venture with 3 Japanese firms, will own 42.5% of new firm, to produce and distribute 
50 channel digital service. One of the partners operates the Japanese Ku band Superbird A and B satellites. The 
satellite is equipped with Ku band beams that are designed for Australia / New Zealand and there is dialogue now 
underway between potential (south) Pacific transponder users and JSAT concerning these transponders. Dishes in 
the 1.2m range would be required in New Zealand for consumer viewing. 

Galaxy receivers: Further to our feature report at the front of this issue, CTD learns that a high percentage of the 
Pace DGT 400 receivers put into homes starting 8 November in Australia for the B3 DTH service have developed 
transformer overheating problems; a power supply fault. A new shipment of receivers is expected at anytime. 

Russian Gorizont satellite located at 140E has been seen testing of late with very powerful signal on 3675 MHz/IF 
1475. Test card shows world globe and lists two (Moscow) fax numbers to contact, makes no other statement. This 
satellite is an older version with substantial inclined orbit but may have been replaced with a newer satellite recently 
(Russian sources seldom announce such satellite change outs). Several European programmers are known to be 
eyeing Gorizonts at 140 and 145E for possible relay of FTA television programming into the Pacific. On November 
20th, a New Zealand observer found the (infamous) "Muslim TV" broadcasting through this satellite (3720 MHz, 
audio subcarrier of 6.5 MHz, English). 

Russian sources tell CTD that a newer Gorizont satellite is scheduled for 145E sometime during the month of 
December. The present satellite, in a serious inclined orbit state that requires tracking to stay in tune by earth stations, 
will be replaced with a satellite to be moved into this location from an Atlantic Ocean location. The primary user of 
this satellite, other than limited Russian narrowband (telephone) and military traffic, is Moscow based Dubla TV, the 
"Moscow 1" service. One New Zealand benefactor: The Russian Embassy in Wellington has tried several consultants 
of late hoping that they can somehow find a way to compensate for the extreme wanderings of the present aged 
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satellite. The new Ambassador, it seems, was promised that Moscow TV would be available in his posting and so far 
he has not been satisfied with the quality of the service. 

French service RFO on [180 could be even closer to changeover to MPEG digital; a similar feed carried on 
Atlantic bird at 8W is now operating in digital format. 

News Corp, parent of Asia's Star TV and Europe's BSkyB TV as well as a significant investor in Australia's 
Foxtel/Galaxy, reported record new net earnings of NZ$350m for the three months ending September 30th. A major 
cash flow contributor was Europe's BSkyB service with a 36% increase over the previous quarter year period. BSkyB 
profits to the end of the June quarter were up 67% to 155.7m Sterling. 

New Zealand TV3 owner CanWest is threatening to "Go to Fiji and place a free to air satellite television service 
into operation, to be beamed back into Australia." The Canadian firm is very upset that an Australian court has 
tuled cable firms Foxtel and Optus Vision are free to pick up and distribute, on cable, programming of Australia's 
Ten Network, 51% owned by CanWest. Calling the cable operators "Parasites," the CanWest spokesman was 
threatening to retaliate if the Australian government did not overturn the Federal Court ruling granting Australian 
cable free access to over the air programming. 

PanAmSat has become the first non-Japanese, non-Intelsat satellite operator to gain direct access to the Japanese 
communications market. Japan's Minister of Posts and Telecommunications has awarded PanAmSat an 
“Intemational Type I Carrier" license which allows the satellite operator to deal directly with any Japanese firm that 
wishes to transmit to or receive from PanAmSat. Previously, only an appointed government agency could deal with 
PanAmSat and private firms going through the agency had their charges marked up for the privilege. PanAmSat 


TVNZ Satellite Services Correction 
Although CTD's report (issue 9507, p. 18) did not attribute any portion of a news item concerning ABN 
linking to TVNZ, Lewis Woodburn (Manager, TVNZ Satellite Services) would like us to "get it right." The 
item deals with how programming from the Asia Business Network (ABN) is distributed world-wide, a 
subject apparently close to Mr. Woodburn's heart since the networking falls into his area of 
responsibility. Correcting our report (which came directly from ABN, Singapore Originally), he advises: 
1. Programming from ABN to EBN - EBN takes ABN's normal programme output which is currently 
carried in the clear on Palapa B2P, microwaved from the ABN studios to TCS (Television Corporation 
of Singapore) where it is uplinked to the (B2P) 6H transponder. This service is downlinked in Hong 
Kong by Hong Kong Telecom where the programme is split and fed CDTV (compressed digital 
television) onto PAS-2 full time and also via Intelsat occasional service to BT (British Telecom) who in 
turn feed to EBN's London studio. The occasional service feed is only for short periods of time during 
the day and not continuous. 

"2. Programming from EBN to ABN - ABN takes programming that is independent of the normal EBN 
output. The studio output is fed to BT Tower where it is switched into the TVNZ Satellite Services 
permanent UK to NZ service; TVNZ Satellite Services utilises full-time leased Intelsat global 
transponders on the 57E and 180E satellites. The two global transponders are ‘linked' together through 
an earth station in Perth which is jointly owned by TVNZ Satellite Services and Nine Network Australia. 
This earth station is designed to handle multiple CDTV circuits in both directions and uses two 13 
metre antennas, one for each satellite. Once the CDTV signal carrying the EBN service for ABN is 
available on the 180E satellite, it is downlinked by TCS (Singapore) and microwaved to the ABN studio. 
"3. Programming from Dow Jones, New York to ABN - Some 30 minutes a week day are uplinked out 
of New York to a US Domsat which in turn is downlinked into the Teleglobe Earth Station at Lake 
Cowichan (BC, Canada). From Lake Cowichan the service is uplinked into the TVNZ Satellite Services 
180E global transponder as a CDTV service, downlinked by TCS and microwaved to the ABN studio in 
Singapore. 

"4. TVNZ Satellite Services also provide up to 4 hours per week day of contribution linking between the 
ABN Hong Kong bureau and the ABN Singapore studio carried as CDTV on the TVNZ Satellite 
Services 180E global transponder. 

“TVNZ satellite Services carries over 50 hours of programming each day for various clients through 
its full time global transponder systems utilising 8.448 mb/s CDTV equipment with 8 separate 24 hour 
uplink facilities each capable of carrying two programmes simultaneously." 

Thank you, Lewis; and we are willing to bet that all of this daily activity contributes foreign currency 
earnings to the TVNZ bottom line each year. 
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anticipates significant new Japanese business for both video and narrowband applications on PAS-2 and later on 
PAS-8 as a result of this ruling. 

SPICE, the Australian company that had announced plans to use satellite delivery of Adult Programming in June 
(see CTD 9506, p. 8), is reorganising. The Australian version of SPICE has financial backing from within the adult 
video soft pom industry of Australia and its plans for use of satellite distribution in the Pacific involved teaming with 
two US firms. The actual holder of the SPICE Channel trademark, Graff Communications (NY, NY) was one of 
those firms. Now Graff has formed a new liaison with Penthouse Productions and the new US based joint firm 
claims it will "go global as fast as we can." With the Graff-Penthouse 'merger' the Australian group has pulled back 
on its previously announced plans and appears to be waiting for further developments before proceeding with its 
own schedule. 

New Zealand supplier Audio & Video Wholesalers (14 Bandon Street, Hamilton; Fax 07-847-3412, free phone 
0800 7 74873) is now offering Channel Master (US) brand 2.4m offset antenna systems for VSAT and other C or Ku 
applications. The Channel Master antennas utilise an SMC (sheet moulding compound process) of construction , the 
antennas are Az/El in set-up and are shipped in two half dish sections to be bolted together at the user site. 

For our Australian readers: Malaysia's first C + Ku band satellite Measat is scheduled for December launch to 
95E; footprints of coverage area not available in advance of launch. 

There may be an answer here. Many city councils in New Zealand have adopted restrictive ordinances making it 
illegal to install satellite antennas above prescribed sizes without both council approval and a building permit. A 
similar restriction in the UK caused a satellite enthusiast who desired a 3m dish for his own use (much bigger than 
the .9m allowed) to become creative. First he purchased a used but operable Land Rover. On the rooftop of the 
vehicle he fitted a platform and to the platform he fitted his dish. Under the local council rules because his antenna 
was not permanently attached to either his home or property, he was excused from either council approval or a 
building permit. Just to keep complaining neighbours in line, once each day he drives the Land Rover forward and 
backwards a quarter tire turn to prove his antenna is indeed "mobile" and not permanently attached to his property. 
A small boat trailer with a satellite dish attached would do just as well, here in New Zealand, and they are not nearly 
as dear to purchase as a used Land Rover. 

Ka-band satellites, using wavelengths short enough that the coffee/tea cup on your desk would represent a 
suitable antenna size for most applications, are next. And the American FCC has begin to accept applications for the 
millimetre wavelength satellites: 52 separate satellites are, proposed by 9 different operating compamies. Ka band 
service will be a significant change from both C and Ku because of the on-board-satellite ability to very narrowly 
focus the coverage area to include, for example, just the City of Auckland on one beam and just the City of 
Melbourne on another. By having such sharply defined coverage patterns, and on-satellite switching, satellite 
services would become far more "mobile" in application and the satellites themselves, akin to the latest JCSAT(-3), 
would resemble giant "switchboards in the sky." PanAmSat has also proposed Ka band satellites but not for the 
Pacific at this time. The combination of very small antennas on the ground and switching in the satellite begins to 
make satellite linking more and more like a telephone network than the present concept of high power, wide earth 
coverage "broadcasting" era. 

Egypt will build its own (16 transponder) satellite with scheduled launch in 1997 and with assistance of French 
supplier Matra Marconi Space. Satellite will provide coverage from USA to Europe with spot beam coverage into 
Arab states. 

For US DSS (Ku DTH) marketplace, 3 new firms have now been licensed to produce product by patent holder and 
developer Hughes/Thomson: Sanyo, Samsung and Daewoo. Thomson package now has US$549 retail for complete 
home system. 

They don't get much smaller than this: LSI Logic has demonstrated a complete DTH satellite receiver that is 
packed onto a single chip. The DVB MPEG-2 compliant receiver accepts IF input signals from a standard LNB at 
one end and turns out video and audio on a transponder and programme 'channel' selected by the user. LSI's L64704 
chip is expected to be in volume production by early in 1996 (LSI Logic, tel. 001-408-433-7030). 

American FCC plans to auction off 144W location for 24 DBS Ku band transponder satellite as early as January. 
This location has attracted interest from DBS firms that see it as possible location to serve entire Pacific basin region 
including potentially lucrative Japan-Chinese marketplace. There could be a 0.5m DSS style dish in your future 
complete with 100 US style programme channels. 

TCI and Murdoch's News Corp may have signed deal that puts to an end any possible development of long 
pending deal between TCI and TVNZ. The latter pair have been exploring possible development of Pacific Sports 
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channel to be delivered via satellite. TCI + News Corp have agreed to launch a global sports service with TCI and 
affiliate Liberty making their regional US sporting networks available for the package. News Corp will make available 
its Fx channel service, Star Sports (called Prime Sports) in Asia. In first sports deal since agreement, American Major 
League Baseball has signed agreement to make two games per week plus 3 of the annual World Series games 
available on the new global network. The Fx channel, already carried in Australia by Foxtel, will be relaunched as a 
general entertainment and sports network while TCI + Liberty US sport networks (under Prime Spots banner) will be 
renamed Fox Sports. There is one hitch: TCI announced "previous arrangements in UK, Japan and New Zealand 
will preclude immediate collaboration" between the two firms (here). What does that mean? TCI is a major investor 
in Sky Network, and ESPN is a minority (0.41%) investor. Sky has an exclusive arrangement with ESPN which will 
terminate as early as July 1996. Until Sky is no longer bound to ESPN for its sports programming source, TCI + 
News Corp under Fox Sports banner cannot enter the New Zealand marketplace through Sky. However, present 
Prime and Premier Sports channels in Australia are likely to be renamed Fox Sports at an early date. And within the 
contract terms between ESPN and Sky (NZ), there is every likelihood that Fox Sports will replace ESPN as the 
primary sports programme source in New Zealand. The upside of this scenario is that ESPN will then be without any 
distnibution in New Zealand, and may begin shopping for alternate outlets quite soon. In Major League Baseball, 
ESPN has 3 years to run on its present contract that allows it to televise several games per week world-wide. 
DIGITAL TV and RADIO 

Digital television hardware developer General Instrument (GI) is in the process of attempting to purchase UK 
based Pace. Pace, in conjunction with UK's NTL, has become the leading supplier of consumer version MPEG 
receivers and is supplying equipment at a November rate of 30,000 units to Australia's Galaxy DTH programme. 
Neither party will confirm reports that GI has offered US$120m for Pace, but Pace sources point out they have an 
order backlog of more than (US)$500 million at this trme. GI badly needs the mass production know how and ability 
of Pace, having secured several sizeable consumer contracts for receivers itself. Pace is presently supplying 15,000 
MPEG receivers per week(!) to users in Asia, South America, Mexico, Africa and Australia using the Thomson 
(brand) STI3S500A MPEG-2 chip set. GI in most recent financial quarter (ending September 30) lost US$40.9 
although revenue increased 1.5% to US$563m. 

Korean firm Hyundai claims its HDM8211M single chip MPEG-2 decoder is a first (others require two or even 3 
chips for MPEG processing). Samples were available in September, quantity pricing of US$55 per chip at the 100,000 
per year level goes into effect in December. 

European cable TV operators, members of the European Cable Communications Association, have firmed up 
the final specifications for a "standard" set-top DVB compliant decoder box for MPEG video. The group has been 
attempting for more than one year to get a consensus on a single standard to speed up the introduction of digital 
service via cable lines in Europe. The group claims it presently represents 34,000,0000 (European) cable customers 
and that its members will order a combined total of 1.1 million set-top boxes within the next 60 days. In the UK, the 
Independent Television Commission has drafted a document calling for a similar approach to standards within 
England. The BBC is calling for the government to create an open digital environment to guarantee all broadcasters 
access to conditional access and subscriber management services on any digital delivery format employed there. The 
BBC as well as the ITC fear being frozen out of some cable, satellite delivery systems because they do not have the 
correct entry protocol to gain access to the networks. And, the European Commission has adopted a directive 
mandating that all television receivers with screen sizes larger than 42cm must be equipped with an open interface 
conditional access socket to allow set-top decoder boxes to plug directly into the receiver. 

UK government has published a detailed "White Paper" proposal leading to the introduction of DTT (digital 
terrestrial TV) as early as 1997. It is of interest in New Zealand because it could provide a model for our own 
Ministry of Commerce to follow. Six ‘channels’, called Multiplexes, will be established through frequency planning. 
Each of these channels has 18Mbits/second (bandwidth) capacity and each channel therefore has 'room' to carry up 
to three 4:3 or 16:9 TV programmes simultaneously plus as many as six stereo radio programmes. In the home, the 
receiver/decoder selects which multiplex will be viewed and within each multiplex which programme will be 
selected. The same receiver would function for both television or stereo radio. To protect existing broadcasters (4 
channels, nation-wide), each would be guaranteed 'space' within the national multiplex grid. Individual companies 
(including the BBC) will apply for use of individual multiplexes and thus could control by licence three programme 
channels plus 6 stereo audio channels each. Limits will be placed to prevent one company from dominating the 
service; a maximum of 25% of the available digital capacity (per geographic region) or 15% of the total actual 
audience (BBC is exempted from this last provision). Multiplex users will be granted 12 year licences but will not 
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make payments to government until their operations are profitable. In addition to standard TV broadcast fare, 
Multiplexes will be utilised for delivery of pay TV services including pay per view. The BBC is arguing that it be 
allocated 6 of the TV programme channels (i.e., two multiplex sets) although it admits it will utilise only two of the 
programme channels for its general 'free to air’ programming. It would hope to lease the remaining four programme 
channels to commercial broadcasters as a means of recouping some of its own digital conversion costs. The agency 
is also urging the government to set a short-term, definite date when all TV will be digital and analogue will switch 
off in the UK, believing, it says, that "Unless there is a precise point in time when all analogue TV sets will cease to 
function, the consumers will drag their feet in buying into the new technology." 

South African roll out of MPEG digital DTH service using PanAmSat PAS-4 satellite is having consumer 
receivers problems. Like its Australian counterpart where Pace brand DGT 400 receivers coupled with Iredito 
conditional access are proving troublesome (see report here, p. 5), Panasonic brand receivers selected for use by the 
South African DTH operator are also giving difficulty. The major problem (there are many minor ones as well) is 
something called 'EMC' or electromagnetic contamination (interference). It seems the poorly shielded dargely plastic 
case) MPEG receivers are unable to function when set in a position where magnetic force fields are strong. On top of 
a normal TV set is such a position because of radiation from the TV set itself. The DTH operator is forecasting "late 
December" for resolution of this problem and the roll-out of the thousands of receivers now stockpiled in SA 
warehouses awaiting modification work. One SA publication reports: "We have the world's most expensive closed 
circuit pay TV system; millions of dollars spent so that 15 to 20 engineers can watch TV." 

European Astra 1E and later satellites will be totally digital. Astra is also asking programmers to develop new 
programming for digital rather than simply parallel their existing analogue fare in digital. Technical guidelines 
suggested by Astra for bandwidth are as follows: Films, 5-6 Mbit/s; sport programmes, 8-9 Mbit/s, and theatre 
telecasts (including most soap operas and other slow moving events), 2 Mbit/s. Astra is also suggesting adoption of 
four "common definitions" for grading the quality of MPEG transmissions: LDTV (limited definition television) 
which would be similar in picture performance to present day analogue VHS tape; SDTV (standard definition 
television) which would be comparable to present 625 line/25 frame transmissions, EDTV (extended definition 
television) which is a step up from the present analogue transmission and includes the ability to do a quality 16:9 
screen display, and finally HDTV which is double the number of lines found with standard analogue services. 

DAB (digital audio broadcasting) now being rolled out in the UK (CTD 9502, p. 18) is being joined by test 
transmitters located in Rotterdam and Berlin. UK system, claiming to be first in world, carries Radios | to 4 in stereo, 
Radio 5 monaural in frequency band near 200 MHz. Dutch and German transmitters are in same VHF TV channel 
(E7) and TV transmitters in both countries have been taken out of service on this channel to make room for DAB 
service. 

European BSkyB introduction of MPEG digital format direct to home transmissions has been set back until "at 
least March (1996)" citing delays in the ramp up of commercially produced consumer receiver/decoder (IRD) units. 
Murdoch's BSkyB had planned to be first in this new field for Europe but with MPEG DTH rolling out 
simultaneously in Australia, Africa, Asia (via AS2) and Europe, there are simply too few receivers available to service 
the entire marketplace simultaneously. 

Digital format video camcorders are now beginning to flow in sizeable numbers from Japan to US although PAL 
format units for Europe and elsewhere will typically not be available before the end of first quarter 1996. Pricing 1s 
fluid as every supplier seerns to have a different wrinkle to enhance perception of product value. Matsushita, for 
example, is offering a model with a built in hard copy printer which allows the user to freeze and print any mage the 
recorder sees. Optional modem to allow transmission of the images via a phone line will shortly be available as well 
at US$540 full list. JVC has introduced a 1.1 pound (model GR-DV21) handheld unit with special tapes priced at 
US$9 for 30 minutes, US$11 for 60 minutes. If you are in the retail consumer electronics trade, the message is clear: 
Keep your inventory of analogue units just above minimum and watch out for major price dumping on units once 
the full force of digital hits its stride. Sharp's major entry into world of Digi-Cam is US$3,465 list unt that features a 
5"/127mm LCD viewfinder. Company says unit is equipped with system expansion terminal which in conjunction 
with PC will allow images recorded digitally to be "cut, pasted, manipulated" into any form the user can envision. 

NEC has demonstrated its solid state videoplayer which will allow video and audio programme matenial to be 
recorded on solid-state memory. It is, thus, the first video player machine to emerge with no moving parts (no discs, 
no tape, no drives, no wheels et al). The first unit has a 40-Mbyte card and using MPEG-1 technology compresses 
the input video 23 times from 31Mbit/s to 1.4. Short term problem: Memories large enough to make a consumer 
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product practical. NEC believes it will require 1-gigabit DRAM devices (times 5) to hold a full 60 minutes of video 
programming, suggests it may be 2000 before that much memory is available at reasonable cost. 

There may be something to digitally created electronic still picture market after all. Casio's US$630 cost digital 
camera, now selling at rate of 30,000 units per month, will now be supported by new US$2.5m plant in Aichi 
prefecture. Company is selling all it can build. Unit is attractive because it allows still pictures displayed on built-in 
LCD screen to be directly inputted to (personal) PC hard drive or disc; nearest competitor is commercial product at 
US$9,500. 

CONSUMER ELECTRONICS 

Satellite and cable services could well drive consumer demand in New Zealand for the next generation of 
analogue format TV sets in the Pacific. Japan's TV broadcasting industry has increased "wide screen" programming 
hours and Europeans have followed this lead. The consumer response has been positive since the 16:9 displays at 
least create the illusion of more picture for the dollar than their older 4:3 ratio screen predecessors. TVNZ has 
experimented with an occasional feature in 16:9 but is not equipped for routine wide screen presentations. If 
consumer interest in wide screen is a benchmark, Japan's TV set sales tell the story: 1993, 400,000 sets sold inside of 
Japan; 1994, 1,750,000 sets sold; 1995, nearly 4,000,000 sets sold. At the same time in Europe 1995 sales are 
expected to be 380,000 for wide screen and is forecast to rise to 10,000,000 sets annually by 2000. With the 
introduction of cable and satellite delivered programming to New Zealand wide screen productions will begin to find 
their way on a regular basis into homes and points of public display, thus driving consumer demand for the largest 
format analogue receivers. 

VOD or Video On Demand "is at least five years away" according to a symposium in New York. NBC network 
researcher told group, "The numbers just don't add up, it is too early to even begin making business plans." Also 
pointed out at symposium: Although typical American home has 400% more TV options with cable than without, 
overall viewing of television has gone up slightly less than 10%. In Japan, Fujitsu has just announced development 
of MPEG-2 set top decoder box prototype which it says has been created for video on demand marketplace. 

Lithium-ion batteries. If anything you use or sell uses this modern portable power storage system, there is trouble 
ahead. Sony plant fire in Koriyama (Japan) destroyed both inventory and plant and unfortunately Sony's production 
was 75% of the world output for this highly specialised item. Most affected, Notebook computers and cellular 
telephones which rely upon lithium-ion process for rapid charging. Sony says there will be 4 million (10% of annual 
production) shortfall in 1995, replacement plant in Toguchi will at best be producing 50% of prefire level through first 
quarter of 1996. Lithium-ion batteries: If you have them, save 'em because prices in the short term are going up as the 
shortage increases. 

What weighs 70 pounds, looks exactly like a giant Coca-Cola can, and tunes in 100+ channels? A new television 
set from Scottish firm Akura with a 13"/330mm screen is the answer. Akura began by offering consumer hi-fi 
systems built to look precisely like giant soft drink cans, did so well with the line that it has not branched out to add a 
matching TV set in the same package. A novelty item? Perhaps, but they have orders for or have shipped 300,000 to 
date. 

Telephone company Southwestern Bell has signed up to distribute US DirecTV (DSS) satellite terminals to 
customers. The telco will rent, lease and sell the home dish systems which presently offer viewers up to 150 separate 
programme channels for a monthly fee. 

Once a major TV set manufacturer and exporter, China's Shijanhuang TV Set Factory has gone busted citing 
US$9.4m loss and $34m indebtedness. Firm produced up to 400,000 TV sets per year but failed to grow as 
competitors grew into millions per annum. Major brand name it produced was Huanyu. 

Expensive slander. Largest US home computer manufacturer, Packard Bell, is suing significant rival Compaq for 
a statement allegedly made by Compaq Senior VP to Associated Press in June. Russ Coonley was quoted as telling 
AP, "Without Packard Bell CEO Beny Alagem, PB would be left with some Mexican factories and 4 Chinese 
engineers." PB called statement "Racist, un-American and morally reprehensible." 

3DO, once the bnght star in the interactive game world, has been taken over by Matsushita. 3DO as a company 
remains but Matsushita bails it out with US$100m cash transfer after a huge debt build up. 3DO's 64-bit- CD ROM 
system was their bright hope; Matsushita says they believe it will still be first 64-bit system to enter marketplace. 

Vietnam. Daewoo, largest foreign investor there, has now signed deal to spend an additional US$1.2 billion in joint 
venture to create industrial plant., They will produce 1,000,000 TV sets, 600,000 cassette recorders, 500,000 VCRs, 
500,000 refrigerators and 300,000 each microwaves and washing machines monthly. (Monthly is not a typo.) 
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CABLE/FIBRE/MMDS/PAY TV 

The Music Zone (TMZ) has its first two cable television affilates in New Zealand; PacSat Gisborne and PacSat 
Greymouth turned on the service over the weekend of November 18-19. The service is a 24 hour all music video 
format programme source in the general mould of MTV service (latter not available into New Zealand at this time) 
and charges are in range of those now being paid by cable operators for Country Music Television service. TMZ is 
located on transponder 9V of PAS-2 in TDM MPEG (S/A) format, 'bundled'’ with Encore, Showtime and Prime 
Sports programming being shipped through PAS-2 from Denver to Australian users Galaxy and Foxtel. 

Kiwi Cable update: Although expressing concern about the lack of a level playing field for its planned 
interconnection with Telecom, KC's managing director Jack Matthews says his firm plans a corporate head office 
move to Petone, associated with plans to begin cable TV service in Hutt Valley. The present master headend and 
large satellite dishes will remain in the Kapiti area however. In the Hutt Valley, Kiwi Cable plans fibre optic 
interconnected nodes each located to serve up to 2,000 homes with coaxial cable branching from the node centres. 
TERRESTRIAL BROADCASTING 

United Christian Broadcasters (UCB) has set mid-February date for initial sign-on of Auckland region UHF 
television station; a date coinciding with next Billy Graham world-wide television crusade being delivered here by 
satellite. UCB is reported to have secured NZ$8m range funding from European sources making it possible for their 
first TV station to go on the air; they hold total of 39 UHF frequency licences throughout New Zealand. Station says 
it will provide "alternate family programming" but schedule released to date seems heavily slanted towards 
religious programming; "family programming" may be a matter of interpretation. 

Chatham Islands Television, fed by TVNZ Pacific Service (CTD 9506, p. 2), is in some danger of closing. 
Sources there report their programme supplier has submitted an invoice for more than $100,000 in "back owed GST 
payments," apparently the result of not charging GST for several years. At the same time the people on the 
Chathams are being pressured to improve their payment percentage for New Zealand On Air, said to be 25% below 
the "national average." One side effect of the new TV problems; an upsurge in interest in satellite dishes. 

TAB claims they spent $7,000 to provide a one-off television feed into an October 13th meeting of the Greymouth 
Trotting Club. Speaking to the Greymouth Star newspaper, TAB's Richard Ellerington said, "We realise it is in our 
interests to have Trackside available to all New Zealanders (and) we are keen to get into provincial areas such as 
the West Coast, Taranaki, Northland and Gisborne." He told the newspaper "85 percent of New Zealanders can 
pick up Trackside," a number most would dispute. He noted, "The exorbitant costs associated with coming to 
remote areas such as the West Coast were because of the necessity to use two parties, BCL and Telecom, in 
getting pictures to the area. This cost is blowing us away at present." As for possible non-terrestrial linking, 
Ellerington said, "BCL is talking to ourselves and Sky about options which may be available through a satellite. 
Our discussions with BCL over satellite coverage are relatively formative at this stage but we are looking at a 
new satellite which is being launched and which would have a footprint over New Zealand." (Editor's note: If BCL 
is really dangling the prospect of a "new satellite" in front of TAB, they might consider what will happen when 
Ellerington discovers there are already 9 satellites with footprints over New Zealand, at this time. Going to BCL for 
satellite advice is akin to going to a butcher for advice on tofu.) 

Maori radio and television programme funding group Te Mangai Paho continues to suggest that a nation-wide 
network of Maoni dedicated television stations could be operational as soon as 1997. One of the many schemes being 
considered involves the government funding as much as $60 million in start up costs and up to $30 million in annual 
operating subsidies to create approximately 4 hours of Maori language programming per day. One possible alternate 
source of funding is for the Maori network to lease or rent out their transmitters for use by a commercial venture 
when not in use for their own programming. Sky has held discussions with them and the basis for the concept is the 
same as the 'shared’ channel now operated by TAB and Sky. Television channels 35-39 are reserved for Maori use 
nation-wide. One major stumbling block with Sky: Te Mangai Poho is insisting that TV network coverage for their 
service extend into remote, rural areas (such as the Hokianga region of Northland), regions well beyond present day 
Sky coverage and far too expensive for Sky to serve utilising their existing terrestrial BCL supplied microwave links. 

TVNZ take note. Detailed report issued in Europe by International Broadcasting Conference held in Amsterdam 
shows what can happen to viewing of "state run TV services" when cable TV and satellite direct services become 
available in country. Using pre-satellite and pre-cable years just prior to introduction of both, here are numbers 
reflecting drop in viewing of state run TV networks: France from 80% to 45%; Germany from 100% to 45.9%; Spain 
from 100% to 38% and Italy from 100% to 48%. Authority at TVNZ advises CTD, "We expect there to be a drop off 
here as well as cable and satellite grow; but we will not lose more than 5% of our (present) audience." 
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